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PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 

Michael P. Gorman. My business mailing address is P. 0. Box 412000, 1215 Fern 

Ridge Parkway, Suite 208, St. Louis, Missouri 63141-2000. 

PLEASE STATE YOUR OCCUPATION. 

I am a consultant in the field of public utility regulation with Brubaker & Associates, Inc., 

energy, economic and regulatory consultants, 

PLEASE SUMMARIZE YOUR EDUCATIONAL BACKGROUND AND WORK 

EXPERIENCE. 

In 1983 I received a Bachelors of Science Degree in Electrical Engineering from 

Southern Illinois University, and in 1986, I received a Masters Degree in Business 

Administration with a concentration in Finance from the University of Illinois at 

Springfield. I have also completed several graduate level economics courses, 

In August of 1983, I accepted an analyst position with the Illinois Commerce 

Commission (ICC). Irr this position, I perfom7ed a variety of analyses for both formal and 

informal investigations before the ICC, including: marginal cost of energy, central 

dispatch, avoided cost of energy, annual system production costs, and working capital. 

In October of 1986, I was promoted to the position of Senior Analyst. In this position, I 

assumed the additional responsibilities of technical leader on projects, and my areas of 

responsibility were expanded to include utility financial modeling and financial analyses. 

In 1987, I was promoted to Director of the Financial Analysis Department. In this 

position, I was responsible for all financial analyses conducted by the staff. Among other 

things, I conducted analyses and sponsored testimony before the ICC on rate of return, 
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financial integrity, financial modeling and related issues. I also supervised the 

development of all Staff analyses and testimony on these same issues. In addition, I 

supervised the Staffs review and recommendations to the Commission concerning utility 

plans to issue debt and equity securities. 

In August of 1989, I accepted a position with Merrill-Lynch as a financial 

consultant. After receiving all required securities licenses, I worked with individual 

investors and small businesses in evaluating and selecting investments suitable to their 

requirements. 

In September of 1990, I accepted a position with Drazen-Brubaker & Associates, 

Inc. In April, 1995 the firm of Brubaker 8 Associates, Inc. (BAI) was formed. It includes 

most of the former DBA principals and Staff. Since 1990, I have performed various 

analyses and sponsored testimony on cost of capital, cost/benefits of utility mergers and 

acquisitions, utility reorganizations, level of operating expenses and rate base, cost of 

service studies, and analyses relating industrial jobs and economic development. I also 

participated in a study used to revise the financial policy for the municipal utility in 

Kansas City, Kansas. 

At BAI, I also have extensive experience working with large energy users to 

distribute and critically evaluate responses to requests for proposals (RFPs) for electric, 

steam, and gas energy supply from competitive energy suppliers. These analyses 

include the evaluation of gas supply and delivery charges, cogeneration and/or 

combined cycle unit feasibility studies, and the evaluation of third-party asset/supply 

management agreements. I have also analyzed commodity pricing indices and forward 

pricing methods for third party supply agreements. Continuing, I have also conducted 

regional electric market price forecasts. 

In addition to our main office in St. Louis, the firm also has branch offices in 

Kerrville, Texas: Plano. Texas; Denver, Colorado; and Chicago, Illinois. 
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HAVE YOU EVER TESTIFIED BEFORE A REGULATORY BODY? 

Yes. I have sponsored testimony on cost of capital, revenue requirements, cost of 

service and other issues before the regulatory commissions in Arizona, Delaware, 

Georgia, Illinois, Indiana, Michigan, Missouri, New Mexico, Oklahoma, Tennessee, 

Texas, Vermont, West Virginia and Wisconsin. I have also sponsored testimony before 

the Board of Public Utilities in Kansas City, Kansas; presented rate setting position 

reports to the regulatory board of the municipal utility in Austin, Texas, and Salt River 

Project, Arizona, on behalf of industrial customers; and negotiated rate disputes for 

industrial customers of the Municipal Electric Authority of Georgia in the LaGrange, 

Georgia district. 

11 Q PLEASE DESCRIBE ANY PROFESSIONAL REGISTRATIONS OR ORGANIZATIONS 

12 YOU BELONG TO. 

13 A I earned the designation of Chartered Financial Analyst (CFA) from the Association for 

14 Investment Management and Research (AIMR). The CFA charter was awarded afler 

15 successfully completing three examinations which covered the subject areas of financial 

16 accounting, economics, fixed inwme and equity valuation and professional and ethical 

17 conduct. I am a member of AIMR’s Financial Analyst Society. 



ILLINOIS-AMERICAN WATER COMPANY 

Cgmrzamble Group 

Value Value 
Moody’s Line Line Present 

Bond Safety Financial Water 

l.he Illtv Eati& Rank2 Strenoth Eesef-ves ’ 
(1) (2) (3) (4) 

1 American States Water Co. Al 3 B+ 92% 
2 California Water Service Group Aa 2 A 100% 
3 E’Town Corp. A2 2 B+ 100% 
4 Philadelphia Suburban Corp. NA 2 B+ 99% 
5 American Water Works A3 1 A 98% 

6 Average 2 B+ 98% 

Source: ’ C.A. Turner Utility Reports, August, 2000 
* The Value Line Investment Survey dated: May 5, 2000 
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ILLINOIS-AMERICAN WATER COMPANY 

13 Week Average 
Constant Growth DCF Model 

u@e Utilitv 

IBES 
5 Year 13 Week 

Estimated IBES Average Quarterly 
S;rowth %’ Q&I&& P&& D lde iv’ nd’ 

(1) (2) 

1 American States Water Co. 
2 California Water Service Group 
3 E’Town Corp. 
4 Philadelphia Suburban Corp. 
5 American Water Worlts 

4.50% 1.106% 
N/A N/A 

3.00% 0.742% 
11.08% 2.662% 
5.85% 1.431% 

6 Mean 
7 Median 

6.108% 1.49% 
5.175% 1.27% 

(3) 

29.21 0.320 9.16% 
23.94 0.275 N/A 
66.17 0.510 6.21% 
22.07 0.180 14.75% 
24.43 0.225 9.80% 

33.16 0.302 9.98% 
24.43 0.275 9.48% 

(4) 

constant 
Growth 

Qx 
(5) 

source: ’ I/B/E/S International. Inc. via the Internet 
’ Yahooxom. historical stock prices 
’ The Value Line Investment Survey, dated May 5. 2000 
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ILLINOIS-AMERICAN WATER COMPANY 

-arable Water Ubl~t~e~ 

1 American States Water Co. 
2 California Water Service Group 
3 E’Town Corp. 
4 Philadelphia Suburban Corp. 
5 American Water Works 

6 Average 

Source: The Value Line Investment Survey 
dated, May 5,200O 

0.60 
0.55 
0.50 
0.55 
0.55 

0.55 
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ILLINOIS-AMERICAN WATER COMPANY 

CAPM Cost Wimate 

Historical 
!J!x Descrmtion Premium 

1 CAPM 
2 Rf 
3 Risk Premium 
4 Beta 

9.9% 
6.0% 
7.0% 
0.55 

Prospective 
Premium 

5 CAPM 
6 Rf 
7 Risk Premium 
8 Beta 

10.3% 
6.0% 
7.8% 
0.55 

9 CAPM Average 10.1% 

Sources: 1) Value Line Investment Survey, dated May 5.2000 
2) Blue Chip Financial Forecast, August 1, 2000 



ILLINOIS AMERICAN WATER COMPANY 

District Revenue Reaulrement Adlustments 

Pre-tax Rate Of Return 
At 11.25% ROE 
At 10.0% ROE 
Adjustment 

11.99% 
11.09% 

0.90% 

Description 

Total Company (Including Pekin 8 Lincoln) $ 318,491,017 $ 99,830,332 S 10&X787,325 $ 8.956,993 8.97% 
Southern/Peoria Districts 229,162,615 68,754,117 75,552.910 6,798,793 9.89% 
Champaign 46.667,814 158737,425 17,256,520 1,519,095 9.65% 
Sterling 6,208.313 2,370.400 2,592.140 221,740 9.35% 
Streator 8,402,205 2.750.993 3,036.944 285,951 10.39% 
Pontiac 8,206,%57 2,447,602 2,579,016 131,414 5.37% 
Pekin 11,529.436 4,920,995 4,920,995 0.00% 
Lincoln 8,233.777 2,848,800 2,848,800 0.00% 

Source: IAWC Ex No 12.0 Sch C-l 

IAWC Prouosed 

Current Proposed lnCreZ3Se 

Rate Base Revenua Revenue Amount &g& 
(1) (2) (3) (4) (5) 

IIWC Adlusted 
Adjusted 
R@leillIe 
~ 

(7) 
I COl 4. Cd 6) 

ReYetlUe 
Adiustment 

(6) 
(Cd 1 ‘0.8%) 

$ 2,696,448 $ 6,260,545 
2,068,522 4,730.271 

421,244 1,097,851 
56,039 165,701 
75,842 210,109 
74,801 56,613 

6.27% 
6.88% 
6.96% 
6.99% 
7.64% 
2.31% 
0.00% 
0.00% 
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Exhibit MPG-l ( 
Schedule 5 
Page 2 of 2 

Rate of Return Adjustment 

Description 

Pre-tax 
Weighted Weighted 

Amount __ Ratio _Cost QJSJ Cost 
(1) (2) (3) (4) (5) 

Long-Term Debt $ 170,643,270 55.2% 6.97% 3.85% 3.85% 
Preferred Stock 627,454 0.2% 6.25% 0.01% 0.02% 
Common Equity 138.036,412 44.6% 11.25% 5.02% 8.12% 
Total $ 309.307.136 100.0% 8.88% 11.99% 

Long-Term Debt $ 170,643,270 55.2% 6.97% 3.85% 3.85% 
Preferred Stock 627,454 0.2% 6.25% 0.01% 0.02% 
Common Equity 138,036,412 44.6% 10.00% 4.46% 7.22% 
Total $ 309,307,136 100.0% 8.32% 11.09% 

Composite Tax Factor 1.61809 
Source: IAWC Ex 13.0, Sch D-l 
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ILLINOIS AMERICAN WATER COMPANY 

Southern/Peoria District Revenue Requirements 

Line Description 

1 2001 Rate Base 
2 1999 Rate Base 

3 Increase in Rate Base 

4 IAWC Proposed Pre-tax Cost of Capital 

5 increase Pre-tax Operating Income 

6 2001 Depreciation Expense 
7 1999 Depreciation Expense 

6 Increase in Depreciation Expense 

9 Total Increase to Revenue Requirements 

Amount 
(000) 

$ 229,163 
I 84,836 

$ 44,327 

11.99% 

$ 5,315 

$ 12.844 
10,155 

$ 2,689 

$ a.004 



ILLINOIS-AMERICAN WATER COMPANY 
Soulhem and Peoria 

Exhibit MPG-l ( 
Schedule 7 



ILLINOIS-AMERICAN WATER COMPANY 
SO”them an* Peoria 
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301000 Organizalion 3 78..340 0 

so”,ce IAWC. Exhibit 11.0. schedule B-2, Page 7 
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Illinois-American Water Company 
Southern Division B Peoria District 

Residential, Commercial. Industrial and Public Service 

With Adiustment of $2.068.522 to Total Revenue Increase 

DeSCriDtiOn 

Southern Division (a’ Peoria District (‘) 

BAI BAI 
Current Proposed Percent Current Proposed Percent 

&I& &3&z Increase Rate Rate Increase 

Customer Charqes: 
5/8" Monthly 
3/4” Monthly 
1” Monthly 
1 l/2” Mthly 
2” Monthly 
3” Monthly 
4” Monthly 
6” Monthly 
8” Monthly 

$10.50 $11.45 9.09% $10.50 $11.45 9.09% 
12.50 13.64 9.09% 12.50 13.64 9.09% 
20.50 22.36 9.09% 20.50 22.36 9.09% 
45.50 49.63 9.09% 45.50 49.63 9.09% 
70.50 76.91 9.09% 70.50 76.91 9.09% 

135.50 147.81 9.09% 135.50 147.81 9.09% 
225.50 245.99 9.09% 225.50 245.99 9.09% 
445.50 485.98 9.09% 445.50 485.98 9.09% 
710.50 775.06 9.09% 710.50 775.06 9.09% 

Consumntion Charges (per Ccf) 
For the first 30 Ccf $1.9870 
Next 570 Ccf 1.4500 
Next 12,400 Ccf 1.0710 
All over 13.000 Ccf 1.0290 

Consumption Charqes (per 1000 &Ions) 
For the first 23 2.6493 
Next 426 1.9333 
Next 9,300 1.4280 
Allover9,750 1.3720 

$2.0550 3.42% $1.9870 $2.0550 3.42% 
1.4996 3.42% 1.4500 I .4996 3.42% 
1.1076 3.42% 1.0320 1.0673 3.42% 
1.0642 3.42% 0.8700 0.8998 3.42% 

2.74 3.42% 2.6493 2.74 3.42% 
1.9995 3.42% 1.9333 1.9995 3.42% 
1.4769 3.42% 1.3760 1.4231 3.42% 
1.4189 3.42% 1.1600 1.1997 3.42% 

w Excludes “inside Shiloh” and “outside Shiloh” areas 
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Illinois-American Water Company 
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Southern Division & Peoria District 

Customer Charqes: 
2 IM ” and Smaller 
3 ” Diameter 
4” Diameter 
6” Diameter 
8” Diameter 
IO” Diameter 
12” Diameter 
16” Diameter 

Private Fire Service 

With Adiustment of $2,068.522 to Total Revenue Increase 

Southern Division ta) Peoria District @) 
. BAI BAI 

Current Proposed Percent Current Proposed Percent 
&& m Increase &lJ Rate m 

$6.00 $6.55 9.09% 
6.00 6.55 9.09% 
7.00 7.64 9.09% 

12.00 13.09 9.09% 
19.00 20.73 9.09% 
30.00 32.73 9.09% 
62.00 67.63 9.09% 

129.00 140.72 9.09% 

$6.00 $6.55 9.09% 
6.00 6.55 9.09% 
7.00 7.64 9.09% 

12.00 13.09 9.09% 
19.00 20.73 9.09% 
30.00 32.73 9.09% 
62.00 67.63 9.09% 

129.00 140.72 9.09% 

w Excludes “inside Shiloh” and “outside Shiloh” areas 
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Illinois-American Water Company 
Southern Division & Peoria District 

Proposed Rates for 
Residential, Commercial, Industrial and Public Service 

Customer Charqes: 
518” Monthly 
314” Monthly 
I” Monthly 
1 l/2” Mthly 
2” Monthly 
3” Monthly 
4” Monthly 
6” Monthly 
8” Monthly 

Southern Division @) Peoria District @) 
IAWC IIWC IAWC IIWC 

Proposed Proposed Amount Proposed Proposed Amount 
&s &=I& Difference & & Difference 

(1) (2) (3) (4) (5) 03) 

$11.36 $11.45 $0.09 $11.36 $11.45 $0.09 
13.53 13.64 0.11 13.53 13.64 0.11 
22.18 22.36 0.18 22.18 22.36 0.18 
49.24 49.63 0.39 49.24 49.63 0.39 
76.29 76.91 0.62 76.29 76.91 0.62 

146.62 147.81 1.19 146.62 147.81 1.19 
244.01 245.99 1.98 244.01 245.99 1.98 
482.08 485.98 3.90 482.08 485.98 3.90 
768.83 775.06 6.23 768.83 775.06 6.23 

Consumption Charqes (per Cd) 
For the first 30 Ccf $2.1501 $2.0550 ($0.0951) 
Next 570 Ccf 1.5690 1.4996 (0.0694) 
Next 12,400 Ccf 1.1589 1 .I076 (0.0513) 
All over 13,000 Ccf 1.1135 1.0642 (0.0493) 

Consumption Charqes (per 1000 qallons) 
For the first 23 2.8668 2.7400 (0.1268) 
Next 427 2.0920 1.9995 (0.0925) 
Next 9,300 1.5452 1.4769 (0.0683) 
All over 9,750 1.4847 1.4189 (0.0658) 

$2.1501 $2.0550 ($0.0951) 
1.5690 1.4996 (0.0694) 
1.1167 1.0673 (0.0494) 
0.9414 0.8998 (0.0416). 

2.8668 2.7400 (0.1268) 
2.0920 1.9995 (0.0925) 
1.4889 1.4231 (0.0658) 
1.2552 1.1997 (0.0555) 

@) Excludes “inside Shiloh” and “outside Shiloh” areas 
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Illinois-American Water Company 
Southern Division & Peoria District 

Customer Charqes: 
2 l/2 ” and Smaller 
3 ” Diameter 
4” Diameter 
6” Diameter 
8” Diameter 
IO” Diameter 
12” Diameter 
16” Diameter (Southern) 
16” Diameter (Peoria) 

Proposed Rates for 
Private Fire Service 

Southern Division @) Peoria District (a) 
IAWC IIWC IAWC IIWC 

Proposed Proposed Amount Proposed Prooosed Amount 
ft&s &e Difference j&e &&e Difference 

(1) (2) (3) (4) (5) (‘3 

$6.49 $6.55 $0.06 
6.49 6.55 0.06 
7.57 7.64 0.07 

12.99 13.09 0.10 
20.56 20.73 0.17 
32.46 32.73 0.27 
67.09 67.63 0.54 

139.59 140.72 1.13 

$6.49 $6.55 $0.06 
6.49 6.55 0.06 
7.57 7.64 0.07 

12.99 13.09 0.10 
20.56 20.73 0.17 
32.46 32.73 0.27 
67.09 67.63 0.54 

139.99 140.72 0.73 

(‘) Excludes “inside Shiloh” and “outside Shiloh” areas 


